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A. REGISTRANT IDENTIFICATION

NAME OF BROKER-DEALER:
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FIRM ID.NO.
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B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*

Lilling & Company,LLP

(Name - if individual, state tast,first, middle name)

2 Seaview Blvd - Suite200 Port Washington NY 11050
(Address) (City) (state) (Zip Code)

CHECK ONE:

Certified Public Accountant

0Public Accountant

0 Accountant not resident in United States or any of its possessions

FOR OFFICIAL USE ONLY
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OATH OR AFFIRMATION

I, Matthew Martines , swear (or affirm) that, to the

best of my knowledge and belief the accompanyingfinancial statementand supporting schedulespertaining to thefirm of

Virtus Capital Markets LLC , asof



December 31, 2018 ,are true and correct. I further swear (or affirm) that neither the company
nor any partner,proprietor, principal offleer or director hasany proprietary interest in any account classified solely asthat of
acustomer,except as follows:

No exceptions,

signature

CEO
Title

Public

This report** contains (checkall applicable boxes).

(a) Facing page.

(b) Statement of Financial Condition.

9 (c) Statementof Income (Loss).

(d) Statementof Changesin Financial Condition,

C (e) Statementof Changes in Stockholders' Equity orPartners' or Sole Proprietors' Capital.

9 (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

9 (g) Computation of Net Capital.

0 (h) Computation for Determination of Reserve Requirements Pursuant to Rule 1503-3.

0 (i) Information Relating to thePossession or control RequirementsUnder Rule 1503-3.

9 (j) A Reconciliation, including appropriate explanation,of the Computation of Net Capital Under Rule 15c3-1 and the

Computation for Determination of the ReserveRequirementsUnderExhibit A of Rule 15c3-3.

9 (k) A Reconciliation between theaudited and unaudited Statements of Financial Condition with respect to methods of con-

solidation.

(1) An Oath or Affirmation.

0 (m) A copy of the SIPC Supplemental Report.

0 (n) Areport describing any material inadequaciesfound to exist or found to haveexisted sinec the dato ofthe previous audit.

0 (o) Exemption report

**For conditions ofconfidential treatment ofcertain portions ofthisfiling, seesection 240.17a-5(e)(3).
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Lilling & Company LLP
Certified Public Accountants

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Member
Virtus Capital Markets LLC
Stamford,CT

Opinion on the Financial Statements
We have audited the accompanying statement of financial condition of Virtus Capital Markets LLC as of
December 31, 2018, and the related notes (collectively referred to as the "financial statement"), in our opinion, the
financial statement presents fairly, in all material respects, the financial position of Virtus Capital Markets LLC as
of December 31, 2018, in conformity with accounting principles generally accepted in the United States of
America.

Basis for Opinion
This financial statement is the responsibility of Virtus Capital Markets LLC's management. Our responsibility is to
express an opinion on Virtus Capital Markets LLC's financial statement based on our audit. We are a public
accounting firm registered with the Public Company Accounting Oversight Board (United States) (PCAOB) and
are required to be independent with respect to Virtus Capital Markets LLC in accordance with the U.S. federal
securities laws and the applicable rules and regulations of the Securities and Exchange Commission and the
PCAOB.

We conducted our audit in accordance with the standards of the PCAOB. Those standards require that we plan
and perform the audit to obtain reasonable assurance about whether the financial statement is free of material
misstatement, whether due to error or fraud. Our audit included performing procedures to assess the risks of
material misstatement of the financial statement, whether due to error or fraud, and performing procedures that
respond to those risks, Such procedures included examining, on a test basis, evidence regarding the amounts
and disclosures in the financial statements. Our audit also included evaluating the accounting principles used and
significant estimates made by management, as well as evaluating the overall presentation of the financial
statement. We believe that our audit provides a reasonable basis for our opinion.

Lilling & Company LLP

We have served asVirtus Capital Markets LLC's auditor since 2018.

Port Washington, New York
February 25,2019

Two Seaview Boulevard, Port Washington, NY 11050 •(516) 829-1099 • Fax (516) 829-1065



VIRTUS CAPITAL MARKETS LLC
Statement of Financial Condition
December 31,2018

Assets

Cash $ 2,764,884
Securities owned, at fair value 15,592,997
Interest receivable 227,497

Prepaid expense 5,122
Total assets $ 18,590,500

Liabilities and Member's Equity

Securities sold, not yet purchased, at fairvalue $ 7,139,141
Due to broker, net 5,631,015
Accounts payableand accrued expenses 46,914
Due to Parent 44,541
Intemst payable 31,205

Total liabilities 12,892,816

Member's equity $ 5,697,684

Total liabilitiesand member's equity $ 18,$9då00

The accompanying notes are an integral part of this financial statement.
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VIRTUS CAPITAL MARKETS LLC
Notes to Statement of Financial Condition
December 31,2018

1. Organization

Virtus Capital Markets LLC ("the Company") is a limited liability company established in the state of
Delaware on October 30, 2017 and based in Stamford, CT. On June 22, 2018 the Company became
a broker-dealer registered with the Securities and Exchange Commission ("SEC"). The Company is
a member of Financial Industry Regulatory Authority ("FINRA") and the Municipal Securities
Rulemaking Board ("MSRB"). The Company is a wholly owned subsidiary of Virtus Capital Markets
Holdings LLC ("Parent"). The company operates pursuant to SEC Rule 15c3-3(k)(2)(ii) and does not
hold customer funds or safe-keep customer securities. The Company is primarily engaged in trading
fixed income securities on a principal basis, including U.S.Treasury Bonds and municipal bonds.
The Company clears its securities transactions on a fully disclosed basis with a clearing broker.

2. Summary of Significant Accounting Policies

Basis of Presentation
The Company's financial statements have been prepared in accordance with accounting principles
generally accepted in the United States of America ("US GAAP").

Use of Estimates
The preparation of the financial statements in conformity with US GAAP requires management to
make estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial statements and the reported
amounts of revenues and expenses duringthe reporting period. Actual results could differ from these
estimates.

Cash
Cash consists of cash in a bank, held at one financial institution which at times may exceed federally
insured limits. The Federal Deposit insurance Corporation ("FDIC") insures accounts up to
$250,000.

Income Taxes
The Company is a single member limited liability company and is treated as a disregarded entity for
federal, state and local income tax purposes. Accordingly, no provision or liability for federal, state
and local income taxes is included in these financial statements. The Company's taxable income or

loss is reportableonthe incometax returnsonthe membersof the Parent.

At December 31, 2018, management has determined that there are no material uncertain income tax
positions.

Revenue Recognition
Effective January 1, 2018, the Company adopted ASC Topic 606, Revenue from Contracts with
Customers ("ASC Topic 606"). The new revenue recognition guidance requires that an entity
recognize revenue to depict the transfer of promised goods or services to customers in an amount
that reflects the consideration to which the entity expects to be entitled in exchange for those goods
or services. The guidance requires an entity to follow a five step model to (a) identify the contract(s)
with a customer, (b) identify the performance obligations in the contract, and (e) recognize revenue
when (or as) the entity satisfies a performance obligation.
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VIRTUS CAPITAL MARKETS LLC
Notes to Statement of Financial Condition
December 31,2018

Revenue Recognition (continued)

The Company's principal sources of revenue are derived from: 1) trading gain/ioss on the securities
owned, 2) interest income generated from the securities. The new revenue recognition guidance
does not apply to revenue associated with the financial instruments and interest income and
expenses and therefore its impact on the Company's current methodology for revenue recognition
with regards to investment gain/loss and interest income remain unchanged.

Securities transaction
Proprietary securities transactions are recorded on trade date and are carried at fair value. Profits
and losses arising from all securities transactions are recorded on a trade date basis and included in
proprietary trading, net on the statement of operations. Interest income and expense are recognized
on the accrual basis. Amounts receivable and payable for securities transactions that have not
reached their contractual settlement date are recorded net on the statement of financial condition.

Recently issued Accounting Pronouncements
In February 2016, the FASB issued ASU No. 2016-02, Leases ("ASU 2016-02"). This update
requires all leases with aterm greater than 12 months to be recognized on the balance sheet through
a right of use asset and a lease liability and the disclosure of key information pertaining to leasing
arrangements. This new guidance is effective for years beginning after December 15, 2018, with
early adoption permitted. The Company has evaluated the effect that ASU 2016-02 will have on its
financial statements and related disclosures, and believes the impact wili be minimal.

3. Fair Value Measurements

FASB ASC 820 defines fair value, establishes a framework for measuring fair value, and establishes
a hierarchy of fair value inputs. Fair value is the price that would be received to sell an asset or paid
to transfer a liability in an orderly transaction between market participants at the measurement date.
A fair vaiue measurement assumesthat the transaction to sell the assetortransfer the liabiilty occurs
in the principal market for the asset or liability or, in the absence of a principal market, the most
advantageous market. Valuation techniques that are consistent with the market, income or cost
approach, as specified by FASB ASC 820, are used to measure fair value.

The fair value hierarchy prioritizes the inputs to valuation techniques used to measure fair value into
three broad levels:

• Level 1. Quoted Prices (unadjusted) inactive marketsfor identical assets or liabilities
that the Company can access at the measurement date.

• Level 2. Inputs other than quoted prices included within level 1that are observable for
the asset or liability either directly or indirectly.

• Level 3. Unobservable inputs for the asset or liability

The availability of observable inputs can vary from security to security and is affected by a wide
variety of factors, including, for example, the type of security, the liquidity of markets, and other
characteristics particular to the security. To the extent that valuation is based on models or inputs
that are less observable or unobservable in the market, the determination of fair value requires more
judgement. Accordingly, the degree of judgment exercised in determining fair value is greatest for
instruments categorized in level 3.
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VIRTUS CAPITAL MARKETS LLC
Notes to Statement of Financial Condition
December 31,2018

Fair Value Measurements (continued)

A description of the valuation techniques appiied to the Company's maior categories of assets and
liabilities measured at fair value on a recurring basis follows.

Municipal bonds - Valued using pricing models maximizing the use of observable inputs for similar
securities.This includes basing value on yields currently available on comparable securities of
issuers with similar credit ratings. Municipal bonds are categorized in Level 2 in the fair market
hierarchy.

U.S.treasury notes - Value using pricing models maximizing the use of observable inputs for similar
securities. U.S.Treasury notes are categorized in Level 1 of the fair value hierarchy.

The following table presents the Company's fair value hierarchy for those assets and liabilities
measured at fair value on a recurring basis as of December 31, 2018:

Fair Value Fair Value Fair Value
Measurements Measurements Measurements

Quoted Prices in With External With Significant
Active Market for Observable Unobservable
Identical Assets Pricing Data Pricing Data

Level 1 Level 2 Level 3 Total
Assets:

Municipal bonds $ - $ 15,592,997 $ - $ 15,592,997
Securities owned, at fair $ - $ 15,592,997 $ - $ 15,592,997
value

Liabilities:

U.S.treasury notes $ 7,139,141 $ - $ - $ 7,139,141
Securities sold, not yet. $ 7,139,141 $ - $ - $ 7,139,141
purchased, at fair value

The Company assesses the levels of investments at each measurement date and transfers between
fairvalue hierarchylevelsandis recognizedby the Companyat the endof each reportingperiod.
The Company's policy is to recognize transfers between Level 1 and Level 2 and into and out of
Level 3 as of the date of the event or change in circumstances that causedthe transfer. There were
no transfers between Levels 1, 2 or 3 during the year.

4. Due to Broker, Net

Due to broker, net at December 31, 2018 consist of the following:

Receivable Payable Net

Cash/Margin $ 9,549,140 $ 15,180,155 $ (5,631,015)
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VIRTUS CAPITAL MARKETS LLC
Notes to Statement of Financial Condition
December 31,2018

5. Indemnification

In the normal course of business, the Company indemnifies and guarantees certain service
providers, such as its clearing broker (Pershing LLC) against specified losses in connection with their
acting as an agent of, or providing services to, the Company. The maximum potential amount of
future payments that the Company could be required to make under these indemnifications cannot
be estimated. However, the Company believes that it is unlikely it will have to make material

payments under these arrangements and has not recorded any contingent liability in the financial
statements for these indemnifications.

Additionally, the Company enters into contracts that contain a variety of representations and
warranties that provide indemnifications under certain circumstances. The Company's maximum
exposure under these arrangements is unknown, as this would involve future claims that may be
made against the Company that have not yet occurred. The Company expects the risk of future
obligation under these indemnifications to be remote.

6. Member's Equity

During the year ended December 31, 2018, the Company received cash contributions in the amount
of $5,932,613 from the Parent and $20,654 in non-cash capital contributions from the payments
made by the Parent on the Company's behalf to external parties. The Parent cannot withdraw the
capital contribution for one year from the date of the contribution. As of the date of its issuance, the
Parent has not withdrawn any capital contributions.

7. Related Party

On June 22, 2018, the Company and the Parent entered into an Administrative Services Agreement
(the "ASA"), in accordance with the ASA, shared expenses for personnel, office space, travel and
entertainment, information technology, and other administrative expenses are allocated between the
Company and the Parent. The allocation factors of the ASA are reviewed by management on an
annual basis and updated as deemed necessary. The Company repays the allocated amounts to the
Parent no later than 27 business days after the end of the calendar quarter in which they were
incurred.

During the year ended December 31, 2018, the Company incurred expenses totaling approximately
$657,000 paid by the Parent.As of December 31, 2018,there is a balanceof Dueto Parentof
approximately $45,000 as disclosed in the Statement of Financial Condition.

8. Off Balance Sheet Risk and Concentrations of Credit Risk

Securities transactions are cleared through clearing brokers. Under the terms of its clearing
agreement, the Company is required to ensure the proper settlement of counterparty transactions as
contractually obligated with the clearing broker. In conjunction with the clearing broker, the Company
seeks to control the risks of activities and is required to maintain collateral incompliance with various
regulatory and internal guidelines. Compliance with the various guidelines is monitored daily and,
pursuant to such guidelines, the Company may be required to deposit additional collateral or reduce
positions when necessary.
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VIRTUS CAPITAL MARKETS LLC
Notes to Statement of Financial Condition
December 31,2018

Off Balance Sheet Risk and Concentrations of Credit Risk (continued)

The Company is engaged in various trading and brokerage activities with various financial
counterparties. In the event counterparties do not fulfill their obligations, the Company may be
exposed to risk. The risk of failing to settle or settlement risk depends on the creditworthiness of the
counterparty. The level of risk is limited to the fluctuation in market price of the failed security. It is
the Company's policy to review, when determined to be necessary, the creditworthiness of its
counterparties.

Market risk arises due to fluctuations in interest rates and market prices that may result in changes
in the values of trading instruments. The Company manages its exposure to market risk resulting
from trading activities through its risk management function. Risk reports based on pre-established
risk metrics are produced and reviewed by management to mitigate market risk.

In addition, the Company has soid securities that it does not currently own and will therefore be
obligated to purchase such securities at a future date. The Company has recorded these obligations
in the financial statements at December 31, 2018, at fair values of the related securities and will incur
a loss if the fair value of the securities increases subsequent to December 31, 2018.

The Company is engaged in various trading and brokerage activities through its principal
correspondent broker-dealer. Amounts due to the clearing broker, if any, and securities said, not yet
purchased are collateralized by securities owned and cash on deposit with the clearing broker. In
the event such parties do not fulfill their obligations, the Company may be exposed to risk. The risk
of default depends on the creditworthiness of the correspondent broker-dealer. It is the Company's
policy to periodically review, as necessary, the credit standing of such correspondent broker-dealers
(Pershing LLC).

9. Net Capital

As a registered broker-dealer, the Company is subject to the SEC Uniform Net Capital Rule ("Rule
15c3-1") and elects to calculate the minimum net capital under the alternate standard as permitted
under Rule 15c3-1, paragraph (a)(1)(ii), which requires the maintenance of minimum net capital of the
greater of $250,000 or 2% of aggregate debit items (the latter of which is not applicabie to the
Company) and exempts the Company from the aggregate indebtedness standard of Rule 15c3-1,
paragraph (a)(1)(i). At December 31, 2018, the Company had net capital of approximately
$4,750,000, which exceeded the required net capital minimum of $250,000 by approximately
$4,500,000.

10. Subsequent Events

The Company has performed an evaluation of events that have occurred subsequent to December
31, 2018 through February 25, 2019, the date of the filing of this report, and determined that there
have been no material subsequent.events that occurred during the period that would require
recognition or disclosure in these financial statements.
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